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. im the purmose of this paper to listuss the commreial and
fimangial negotistions that hawe been conducted betveen Communist
Ching &%l virious latin Amerissn countriss over ibe lest several
vears. This should furnish some gulde to the couninrirg, iroducts,
el apreement terass thet my be involved in future megotistions,
To date, ihn princisel countries with whom Communipt Chins has
attemytod irads re ptistions have teéen Urugumy, Argenting, “razil,

and Chila,

A mmell amount of trads dms taken place duriang the peat fov
yoars between ArgertDan and Communist China, During the period
195456 Argeniine shipped m fotal of 7240 million to China, inclwde
ing $7.1 million in guelrachs extraet mund $593,000 in whest, 1/

In the gourge of various trade negpotlations that heve teken
rlaee betwean the two coustries sinee 1952, the Chinese have ex-
pressed a coniimued interest in Wying mot only gusivracho and grsin
tut also wool, hides, oilsesds, cotton, and leathar, Chim offered
to sell silk, zluss, menthol, cortain chemiecal products, tes, hemp
mmﬁacma, paper, peper products and neveprrint, resis, mchinery,
light metal sanufactures, antimony, bauxite, aluminum, jute, and
tobegen. 2/ In Tetolsr of this year, the Argentide trade and indusw
try sinistry aanounced that Communist Chine had offered to sell any
amount of coal desired st an f,0.b. price lower than in all other

internationel markelas 3/
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Little informetion is swailable on offers made by ithe Chinese
trale delegation that visited Arpentine curlng the Swmeer and
early ¥all of 1957, or on the typs of irade or payments agreesent
which they triesd to mepgotlate,

Argantira’s deteriorsting economie situation may make these
tynde offers increasingly attrsciive. The persistent deflcits in
her belance of paymants bave reducaed her dollar ané gold reserves
and incressed her internatiomal indebtediess to 2 serious extent. L/
Under these conditions the pospilility of deweloping new merkeis and
sources of supply la Chins mey »ffor a means of eorrecting ber bal-
ance of mayments disequiliteiuwne, However, her balance of peyments
difficulties bave bwen cansed in part by a declims in agricultursl
moduction for export alnce 1955 and ihis may mean that any increase
in ei;nm 1o Chink would be 3t the sxpense of exports to hard
MMy srens. Sueh £ dovelopment would tend to limit the edvan-
tage of increased trade with Chins,

m.s,’ ax

Trade hetwesn Uruyguay and Comaunist Chins, as reported by
officisl trade statistice, has Lean of m consequence, lowever,
{rdirect trade in wool tops, probably transshipped through the
Tstherlands, hus reportedly totaled more then £6 million, $/

ool and wool products are Uruguay's chief exports, eonstitut.
ing from 42 to 50 percent of ihe total, As wool is one of China's
mincipel Lmeports, her offers to murchase have been goncentrated

on this groduct. Howewer, the proposed peyments agreemsnt of 1950
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contained an illustrative list of goods whioh Urupumy might export

in addition to wool. The list incluied flowr, linseed oil, and
tanned hides. 5f '

China bap olfered & 1ist of exports to Uruguey thet includes
Jute, Lristles, steel, coal, esxustic soda, bauxiie, chemicals and
phammtiml products, nevspint, silk, sod mchinery of verious
sorts. 7/ & member of Urugusy's Forsigu "ffice, commenting on
this 1iat in September 1956, stated that the only product that
Uruguay wuld be greatly interested in was caustic sode., !le also
expressed interest in acquiring iron for constrection purposes.

This waa not inclwded on the list, but is neverthelsss s jroduet
ublch Chine is capable of exporting within limits, 2/
ETA 14 |

Up to the present, Bresilisn trade with Comsmmnist China has
heen of l‘itt;e importances During the period 1954~1956, Chine
purchaged & total of $7,7 million in Bresilian rew cotton, Sales
of Taw cotton to China during 195’7 have evidently not been large,
tut aproximetely $1,0 million worth of sagar was sold to Chine in
June, 3/

Besides the products mentionsd sbove, Chinese spokesnsn have
exprossed intsrest in Prazilian coffee, tobecoo, timber, and rice. 1)/
They bave iniicated that China could export in return a list of goods
including corl, antimony, paper, silk, axd tea, 11/
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Brazil would mot offer a good market for Chinese cotion piese goods,
cotton mitted wear, hardwsre and other light imdustry wmroducts

B8 Trazil's own infustrial develorment was in this direstion, but
tiat Hragil would purchase machinery, metal products, and chemicals,
sppecinlly custie soda. 12/

To dste, Trasil has shown little intercet in trade with Come
manisl Chiina, Rowewer, the drop in coffes nrices and the decline
in coffea exports which Bruzil has experienced during the last year
hes coused a severe Lglance of paymenis problem and has lead to an
incrsasing Prasilian interest in trede with the Commmist Moo, If
Bragil's internationmal position does not immrove and 1f coffee sur-
pluses contimue %20 sccumalste, sa they have for the past yeer, trade
with the Sloc will become increasingly mttractive to Bresil,

SHUE

ks in ibe case of the other latin American ocountries, Chile has
had very 1ittle trade with Communilst Chins in the past few ywars,
During the 1952-1957 period imports averaged less then $1 milllon
end exports bave been virtuslly noreexistent, 13/ The Chilean
firm, Diss y Cia, has reportedly imported a varisty of manulactured
goods Trom China, ineluding electricsl equipment, ohinaware, cutlery,
refrigerators, and novelties. 14/ Chinz has shown some interest,
in the yast several years, in Chilean nitrstes and has mede offers
to the Chilesn ¥Mirate and Isdine Sales Corp, Howewer, theee offers
have not resulted in any ssles. 15/
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In addition to nitrates, Chinese irsde representstives have

exproswed interest in virgin eepper, coppsr wire, and wool, 16/
In exchange for thess producte, China has offered cotton, salt,
tes, coal, edible oil, amtimony, beans (probadly soybeans), eorn,
and rav silk, textile machinery, elsetric sutors, and chemienl

groducts. 17/

Chine's need for rav end semi-finished cotton indlioated ithat
¥exios and Ferw wey find trade opportunitiss in Communist China,
Cotton is one of Feru's leading exports, btut Feru is s relatively
animportant source of this commndity compsred with Brasil end Mexico,
In 1956 Comsunist China trade interests jt ox & cempalgn to draw
Mexico into the export of cotton to Chins., This drive was sided by
the large sotton surpluses which Hexico developed during that year. 13/
As = remult of this effort, z £1.5 aillion sale of cotton was mede
to China, HBotli feru and Hexieo produce o export important quanti-
tisn of eugar. Sioece smuper is one of China®s more important imports,
it is possible that she mey try to open megotiantions with these two
ocountries for an agreement thet would facilitate ite purchase,

Trade in sugar might also Wring Cule inte future negotiations.
Tariag the last fev years, Cubs has sold substantial amounts of sugar
to the USSR and mresumably would be willing to ssll to Commnist
Ching as well,

iatin Americsn countriss have so fer been willing to offer only
inter-benk maynments srrangements to Chine, In 1956, Srazll offered e
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clearing agressment Ly whieh Brezil would import {rom Chine only to

the extent that Chine hed imported from PBrasil, DBrazil was not
willing to guerantee that iraders would ismpori in the extent neces-
sary to talanes trade and China would have to meet any owtstanding
debt at the vonclusinn of the agreement period in sterling, L%/
This agreement was never pit into s{fect,

In the oame of Urugumy, s clesring agreement was nepotisted in
19%6 tut never retified, Like the Brasilian agreswent, it called
for the nse of sterling as the unid of =coount, Trade wes to be
closely balaneced, The Feopls's Bank of Chinea would open irrevoeable
letters of credit for specified amounts during the perlsd e egree-
sent was in foree sxd the Urpjueyan Bank of the Hepublis corres-
porxiingly would undertake periodically to distribute gquotss for
similar speoified amounts, The process was to continue until the
maximum trede limit set by the sgreement was resched, Yxchenge
earned by ons party could be used only to import from the other,
Trade had to be comtirmed until a balance wes resched, 20/ This
agresment was probably not consummated because of Uruguey's then
gemeral disioterest in trade with Commmnist China snd because of
her deaire to broak awey from bilsteral trade arrangements ln favor
of greater multilateralism, 21/ In general, China's desire for
bilateral agreemsnts and Frasil and Emgnay'a desire for miltilateral
arrsngements have been one of the stusbling stonesto fruitful nego-

tistions between thuse countries,
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In the emmse of Chile, Chine hua indicated & willingness to
pey for imports of copper with either dollars, sterling, or Swiss
Tranca, &/

Very iittlé iaformation is available on the terms of toe
sgreements that the Chinese trade delegstions sitempted to mgotinte
during {ts 1957 visit to South Americs,
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20 November 1957

MEMORANDUM FOR: Assistant Director for Research and

Reports
SUBJECT : Trade Between Communist China and Latin
America
REFERENCE : :
25X1A
1. As discussed by| of your
office and| it is re-

quested that a study of certain aspects of trade between
Communist China and various Latin American countries be
prepared. It is our understanding that such a study can
be completed by early December.

2. Any guestions pertaining to this request may be
referred to |

25X1A
25X1A

SEGRET
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